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We affirm that:

We are certiied public accountants licensed fo practice in Michigan.

We further affirm the following material, "no” responses have been disclosed in the financial statements, including the notes, orin the
Management Letter (report of comments and recommendations).
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Check each applicable box below. (See instructions for further detail.}

All required component units/funds/agencies of the local unit are included in the financial statements and/or disclosed in the
reporting entity notes to the financial statements as necessary.

There are no accumulated deficits in one or more of this unit’s unreserved fund balances/unrestricted net assets
(P.A. 275 of 1980) or the local unit has not exceeded its budget for expenditures.

The local unit is in compliance with the Uniform Chart of Accounts issued by the Depariment of Treasury.
The local unit has adopted a budget for all required funds.

A public hearing on the budget was held in accordance with State statuie.

The local unit has not vislated the Municipal Finance Act, an order issued under the Emergency Municipal Loan Act, or
other guidance as issued by the Local Audit and Finance Division.

The local unit has not been delinguent in distributing tax revenues that were collected for another taxing unit.
The local unit only holds depositsfinvestments that comply with statutory requirements.

The local unit has no ilegal or unauthorized expenditures that came to our attention as defined in the Bulietin for
Audits of Local Units of Gevernment in Michigan, as revised (see Appendix H of Bulletin).

There are no indications of defalcation, fraud or embezzlement, which came to our attention during the course of our audit
that have not been previcusly communicated to the Local Audit and Finance Division (LAFD). if there is such activity that has
not been communicated, please submit a separate report under separate cover.

The local unit is free of repeated comments from previous years.
The audit opinion is UNQUALIFIED.

The lecal unit has complied with GASB 34 or GASB 34 as modified by MCGAA Statement #7 and other generally
accepted accounting principles (GAAP).

The board or council approves all invoices prior {¢ payment as reguired by charter or statute.

To our knowledge, bank reconciliations that were reviewed were performed timely.

If a local unit of government (authorities and commissions included) is operating within the boundaries of the audited entity and is not
included in this or any other audit report, nor do they obtain a stand-alone audit, please enclose the name(s), address{es), and a
description{s) of the authority and/or commission.

I, the undersigned, certify that this statement is complete and accurate in all respects.

We have enclosed the following: Enclosed | Not Required {enter a brief justification)

Financial Statements

The letter of Comments and Recommendations

Other (Describe) D

Canrtified Public Accouniant {Firm Name} Telephone Number
Anderson, Tackman, & Company, P.L.C {906) 225-1166
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INDEPENDENT AUDITORS’ REPORT

Board of Trustees
Marquette County Solid Waste
Management Authority

We have audited the accompanying statements of net assets of the Marquette County Solid Waste
Management Authority as of and for the years ended June 30, 2007 and 2006 and the related
statements of revenues, expenses, and changes in net assets, and cash flows for the years then ended.
These financial statements are the responsibility of the Marguette County Solid Waste Management
Authority's management. Our responsibility is to express opinions on these financial statements based
on our audits.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptrolier General of the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting principles
used and the significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the Marquette County Solid Waste Management Authority as of June 30, 2007 and
2006, and the changes in financial position, and cash flows thereof for the years then ended in
conformity with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated September 19,
2007 on our consideration of the Marquette County Solid Waste Management Authority's internal control
structure over financial reporting and our tests of its compliance with certain provisions of laws,
regulations, contracts and grant agreements and other matters. The purpose of that reportis to describe
the scope of our testing of internal control over financial reporting and compliance and the results of that
testing, and not to provide an opinion on the internal control over financial reporting or on compliance.
That reportis an integral part of an audit performed in accordance with Government Auditing Standards
and should be considered in assessing the results of our audit.

The management’s discussion and analysis on pages 4 through 6 are not a required part of the basic
financial statements but are supplementary information required by accounting principles generally
accepted in the United States of America. We have applied certain limited procedures, which consisted
principally of inquiries of management regarding the methods of measurement and presentation of the
supplementary information. However, we did not audit the information and express no opinion on it.

Audenson, Tackman & (o PLE
Certified Public Accountants

Septemnber 19, 2007

4p7 W, WASHINGTON STREET, SUITE 109 MARQUETTE, MICHIBAN 48835 {806)225-1186 PAX: (306) 228-17148
WWW.ATCOMQT.COM



Marquette County Solid Waste Management Authority
MANAGEMENT DISCUSSION AND ANALYSIS (UNAUDITED)

Our discussion and analysis of the Marquette County Solid Waste Management Authority’s financial
performance provides an overview of the Facility’s financial activities for the year ended June 30,
2007. Please read it in conjunction with the financial statements, which begin on page 7.

FINANCIAL HIGHLIGHTS
= Net assets for the Facility as a whole were reported at $11,435,893 and
$11,369,872 as of June 30, 2007 and 2006, respectively. Net assets are comprised
of 100% business-type activities.

= During the year, the Facility’s total expenses were $2,863,239 while revenues from
all sources totaled $2,929,260 resulting in an increase in net assets of $66,021.

USING THIS ANNUAL REPORT

This annual report consists of a series of financial statements. The Statement of Net Assets and the
Statement of Revenues, Expenses and Changes in Net Assets provide information about the
activities of the Facility as a whole and present a longer-term view of the Facility finances.

Reporting the Facility as a Whole

One of the most important questions asked about the Facility’s finances is “Is the Facility as a whole
better off or worse off as a result of the year’s activities?” The Statement of Net Assets and the
Statement of Revenues, Expenses and Changes in Net Assets report information about the Facility
as a whole and about its activities in a way that helps answer this question. These statements
include a/f assets and liabilities using the accrual basis of accounting, which is similar to the
accounting used by most private-sector companies. All of the current year’s revenues and expenses
are taken into account regardiess of when cash is received or paid. These two statements report the
Facility's net assets and changes in them. You can think of the Facility’s net assets — the difference
between assets and liabilities — as one way to measure the Facility’s financial health, or financial
position. Over time, fncreases or decreases in the Facility's net assets are one indicator of whether
its fAinancial health is improving or deteriorating. You will need to consider other non-financial
factors, however, such as changes in the Facility’s operating base and the condition of the Facility’s
capital assets, o assess the overall financial health of the Facility.

In the Statement of Net Assets and the Statement of Revenues, Expenses and Changes in Net
Assets, we report all of the Facility’s activities as business-type activities because the Facility charges
3 fee to residents to help it cover the cost of services it provides.

Table 1 provides a summary of the Facility’s net assets as of June 30, 2007 and 2006.

Table 1
Net Assets
2007 2006
Current and other assets $ B,523,206 $ 9,026,402
Capital assets, net 4,902,485 4 478,802
Totat Assets $ 13,425,691 $ 13,505,304




MANAGEMENT DISCUSSION AND ANALYSIS (UNAUDITED) (Continued)

The Facility as a Whole (Continued)

2007 2006

Current liabiiities $ 401,096 $ 386,585
Noncurrent liabilities 1,588,702 1,748,847
Total Liabilities $ 1,989,798 $ 2,135,432

Net Assets:
Invested in capital assets $ 4,387,485 $ 3,738,902
Unrestricted 7,048,408 7,630,970
Total Net Assets $ 11,435,893 $ 11,369,872

Net assets of the Facility’s business-type activities stood at $11,435,893. Unrestricted net assets—
the part of net assets that could be used to finance day-to-day activities stood at $7,048,408.

The $7,048,408 in unrestricted net assets represents the accumulated results of all past years’
operations. The results of this year's operations for the Facility as a whole are reported in the
Statement of Revenues, Expenses and Changes in Net Assets (see Table 2), which shows the
changes in net assets for fiscal year 2007 and 2006.

Table 2
Changes in Net Assets
2007 2006
Operating revenues:
Service revenues , $ 2,374,922 $ 2,368,781
QOperating expenses:
Operations (2,817,324) (2,625,815)
Non-operating Revenues (Expenses):
Investment Income 481,548 140,408
Praceeds from Sale of Fixed Assets 7,000 -
Interest Expense (45,915) (65,980)
Municipal Fees and
Contributions 65,790 67,327
Total Nonoperating Revenues {Expenses) 508,423 141,755
Increase (decrease) in net assets 66,021 {115,279)
Net assets, beginning _
11,369,872 11,485,151
Net Assets, Ending $ 11,435,893 $ 11,369,872

The Facility’s total revenues were $2,929,260. The total cost of all programs and services was
$2,863,239 leaving an increase in net assets of $66,021 as a result of fiscal year 2007 operations.

CAPITAL ASSET AND DEBT ADMINISTRATION
Capital Assets

At the end of fiscal 2007 and 2006, the Facility had $13,820,409 and $12,321,945 invested in 2
variety of capital assets including land, buildings, and other equipment, respectively,



MANAGEMENT DISCUSSION AND ANALYSIS (UNAUDITED) (Continued)

The Facility as 2 Whole (Continued)

Debt
The Facility has an outstanding Refunding Bonded debt issue in the amount of $515,000 at year

and.

ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS
in preparing the budget for the year ending June 30, 2008 there appears to be no anticipated
changes in operations of funding concerns.

CONTACTING THE FACILITY FINANCIAL MANAGEMENT

This financial report is designated to provide our taxpayers, investors and creditors with a
general overview of the Facility’s finances and to show the Facility’s accountability for the
money it receives. If you have questions about this report or need additional financial
information, contact the Facility Administrator at Marquette County Solid Waste
Management Authority, 600 County Road NP, Marquette, MI 49855.



Marguette County Solid Waste Management Authority
STATEMENT OF NET ASSETS
June 30, 2007 and 2006

2007 2008
ASSETS
CURRENT ASSETS:
Cash and cash equivalenis % 542308 3% 1,146,257
Accounts receivabie 332,872 230,372
Prepaid expenses 3,801 30,221
inventory 103,248 45,280
TOTAL CURRENT ASSETS 1,082,228 1,422,140
CAPITAL ASSETS:
Land 209,463 106,442
Land improvements 2,788,801 2,753,048
Area 1-Cell 1,593,270 1,583,270
Area 2-Cell 1,866,179 1,866,179
Area 3-Cell 4,184,405 1,184,405
Area 4-Celt ‘ 3,737 3,737
Area 5-Cell 164,679 25,8885
Area 6-Cell ] 408 408
Area 7-Cell 198 199
Area 8-Cell 1,432 1,432
Area 9-Cell 2,741 2,741
Area 0-Cell 1,765,678 1,058,632
Celi expansion 60,608 60,608
Building and building improvements 972,209 972,209
Equipment 3,206,600 2,691,750
13,820,409 12,321,945
Less accumulated depreciation (8,917,924} (7,843,043}
TOTAL NET CAPITAL ASSETS 4,902,485 4,478,902
DESIGNATED ASSETS:
Investments: ‘
Construction funds 2.433,576 2,884,952
Equipment Replacement 2,197,605 2,172,733
Funded compensated absences 74,866 70,704
Host community fee 58,223 56,840
Contaminated soil 1,162,752 1,040,880
Househotd hazardous waste 151,897 . 136,878
Closure and pestclosure care cosis 343,635 311,050
TOTAL DESIGNATED ASSETS 5,420,554 6,674,037
RESTRICTED ASSETS:
Perpetual Care 1,013,418 919,71¢
Unamortized bond issuance cosis 7,004 10,506
' TOTAL RESTRICTED ASSETS 1,020,423 930,225
TOTAL ASSETS 13,425,691 13,505,304
LIABILITIES
CURRENT LIABILITIES:
Accounts payabie 111,022 118,000
Accrued wages payable 20,404 16,955
Accrued sick 3hd vacation payable 18,630 18,630
Accrued interest payabie 6,040 8,000
Current portion of bonds payable 245.000 225,000
TOTAL CURRENT LIABILITIES 401,098 386,585
NONCURRENT LIABILITIES:
Bonds payable 270,600 515,000
Accrued closure and postclosure care costs 1,318,702 1,233,847
TOTAL NONCURRENT LIABILITIES 1,588,702 1,748,847
TOTAL LIABILITIES 1,089,798 2,135,432
NET ASSETS:
Investad in capital assets, net of related debi 4 387,485 3,738,802
Reserved for perpelual care 1,013,419 918,719
Unrestricied 6,034,989 6,711,251

TOTAL NET ASSETE B 11,4358%3 % 11,369,872

The accompanying notss to financial statements are an integral par of this staterneni.
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.Marquette County Solid Waste Management Authority
STATEMENT OF REVENUES, EXPENSES AND
CHANGES IN NET ASSETS
For the years ended June 30, 2007 and 2006

2007 2008
Operating Revenues:
Charges for services
Tipping fees ) $ 1,686,686 5 1,817,027
Environmental escrow fee 14,692 14,955
MHost community fee 80,399 61,417
Perpetual care fee 45299 46,063
Fee for capital replacement 380,169 368,675
Contaminated soil fees 187,974 45,478
Household hazardous waste fees 33,733 368,457
Tires 30,387 22,535
Special waste 62,754 90,021
Miscellanecus 20,637 19,552
Carryover rebate {350,716) (280,541)
Reimbursements 2,114 6,326
Construction-sinking fund 200,794 315,816
TOTAL OPERATING REVENUES 2,374,922 2,368,781
Operating Expenses.
Salaries and wages 622,838 509,880
Fringe benefits 218,732 232,301
Payroll taxes 48,234 41,161
Contractual services 134,221 125,473
Operating supplies 399,238 510,857
Rentals 16,712 2,234
Utilities 48,482 31,369
Insurance 52,903 59,358
Depreciation and amortization 1,087,122 743,684
Closure and postclosure care costs 84,855 266,279
Other operating expenses 99,986 103,219
TOTAL OPERATING EXPENSES 2,817,324 2,625,815
OPERATING INCOME (LOSS) {442 402) {257,034)
Other Income and Expense:
interest income 481,548 140,408
Collection from miunicipalities for debt service 11,542 16,696
Proceeds from sale of fixed assets 7,000 -
interest expense {45,915) (65,980)
TOTAL OTHER INCOME AND EXPENSE 454,175 91,124
INCOME (LOSS) BEFORE CONTRIBUTIONS 11,773 {165,910}
Capital contributions 54 248 50.631
CHANGE IN NET ASSETS 66,021 {115,279)
NET ASSETS, BEGINNING OF THE YEAR 11,368,872 11,485 151
NET ASSETS, END OF YEAR $ 11,435,893 $ 11368872

The accompanying notes to financlal statements are an infegral part of this stalement.
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Marquette County Solid Waste Management Authority
STATEMENT OF CASH FLOWS
For the years ended June 30, 2007 and 2008

2007 20086
tash Flows from Operations:
Net cash received from charges for services 3 2,076,514 $ 2,057,028
Other operating revenues 195,908 322,142
Cash paid for salaries and wages, fringe benefits, and payroll taxes (886,355) {798,809
Cash paid to suppliers for goods and services {814,059} {735 305)
NET CASH PROVIDED {USED) BY OPERATING ACTIVITIES 572,008 845,056
Cash Fiows from Capitai & Related Financing Activities:
Cash received from municipalities for debt service 14,542 16,696
Cash received from municipalities for capital contributions 54,248 50,631
interest paid on long-term debt (47,875) {69,250}
Principal paid on tong-ferm debt (225,000) {210,000)
Proceeds from the sale of fixed assels 7,000 .
Fixed Asset Disposal {18,739}
Fixed asset additions, net of trade in allowance {1,498 464} (538,507}
NET CASH PROVIDED (USED) BY CAPITAL & RELATED )
FINANCING ACTIVITIES {1,717,288) (750,430)
Cash Flows from investing Activities:
{Increase) in restricted assets 156,783 (337,018}
Investment ingome (i0ss) 481,548 140,408
NET CASH {USED) IN INVESTING ACTIVITIES 641,331 {196,610}
NET INCREASE IN CASH {503,948} (101,984)
Cash, beginning of year 1,146,257 1,248 241
CASH, END OF YEAR 3 642,308 $ 1,146,257
RECONCILIATION OF OPERATING £ 0SS TO NET CASH PROVIDED
BY OPERATING ACTIVITIES:
Net operating income (i0ss) 3 (435,402) $ (257,034)
Adjustments fo reconcile operating income {loss) to net cash pravided (used) by
operating activities:
Depreciation and amortization expense 1,097,122 743,684
{Gain) loss on sale of assets {7,000} 266,279
Closure and postclosure care costs 84,858 266,279
(Increase) decrease in accounts receivable {(102,500) 16,390
{Increase) c;g\crease in inventory (87,958) 85,034
{increase) detreass in prepaid expense 26,420 9,741
Increase (decrease) in accounts payabie (6,578) 22,430
Increase (decrease) in accrued wages 3,449 (15,467)
NET CASH PROVIDED BY OPERATING ACTIVITIES 3 572,008 $ 1,111,336
Non-Cash Activity
The following non-cash transaction was recorded during the current year to record the offects of GASE #18
“Accounting for Municipal Sofid Waste Landfll Closure and Postclosure Care Costs.”
Landfill closure and posiciasure cars fiability % B4,855 3 266,279
(268,279

Closure and postclosure Care expense {84 855}

3

The accompanying notes to financial stalements are an integral par of this siatement,
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Marquette County Solid Waste Management Authority

Notes to Financial Statements
June 30, 2007

NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

Description of the Reporting Entity— The Authority was incorporated on July 15, 1988,
pursuant to Act 233, Public Acts of Michigan, 1955, by the City of Marquette and the
Township of Sands in order to provide for the disposal of solid waste to constituent
municipalities in Marquette County, Michigan. The separate consolidated legal entity was
designated as the Marquette County Solid Waste Management Authority. Act 94 of the
Public Acts of 1933 and the Authority's Articles of Incorporation authorize the Authority to
issue self liquidating revenue bonds to finance the acquisition and construction of facilities
as needed for the management and disposal of solid waste.

Basis of Accounting — Basis of accounting refers to when revenue and expenditures or
expenses are recognized in the accounts and reported in the financial statements. Basis of
accounting relates to the timing of the measurements made regardless of the
measurement focus applied. The Authority's policies conform to generally accepted
accounting principles as applicable to governmental proprietary funds and as such, funds
are accounted for using the accrual basis of accounting. Under the accrual basis method of
accounting revenue is recognized when earned, and expenses when incurred. The
Authority applies all applicable FASB pronouncements in accounting and reporting for its

operations.

Fixed Assets and Long-Term Liabilities— The Authority's activity, under the proprietary
fund concept, is accounted for on a cost of service or "capital maintenance” measurement
focus. Accordingly, all assets and all liabilities (whether current or non-current) associated
with their activity are included on the balance sheet with reported fund equity (net total
assets) segregated into contributed capital and retained earnings components.

Depreciation is provided in the Authority's financial statements in amounts sufficient to
relate the cost of depreciable assets to operations over their estimated useful lives on the
straight-line basis. Estimated useful lives by type of asset are as follows:

Land improvements 40 years
Building and improvements 40 years
Equipment 3 to 40 years

Costs incurred for the design and construction of individual ceils are depreciated under the
use method, which depreciates the cost incurred based on each cell's usage to date as a
percentage of total capacity. Area 1-Cell and Area 2-Cell are fully depreciated as of June

30, 2006.



NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued):

Depreciation recognized on assets acquired or constructed through contributions from
municipalities restricted for capital acquisitions are closed into the appropriate contributed
capital account. Netincome (loss) adjusted by the amount of depreciation on fixed assets
acquired in this manner is closed to retained earnings.

Amortization of Bond Issuance Costs — The costs of issuance of bonds are being
amortized, on the straight-line method, over the life of the bonds.

Inventory— Inventories of operating and office supplies are stated at the lower of cost or
market, determined by the first-in, first-out method of valuation.

Cash and Equivalents — For the purposes of the statement of cash flows, the Authority
considers all highly liquid debt instruments with a maturity of three months or less to be

cash equivalents.
Budget -The Authority follows these procedures in establishing budgetary data:

a) Authority administration prepares and submits to the Authority Board a proposed
operating budget prior to commencement of the fiscal year. The operating budget
includes proposed expenditures and means of financing them and is stated on a
basis consistent with generally accepted accounting principles.

b) The Authority Board formally adopts the finalized operating budget at a normal
public meeting held prior to the commencement of the fiscal year.

c) Authority administration is authorized to transfer budgeted amounts between line
items within departmental budgets with post transfer Board approval.

d) Formal budgetary integration is employed as a management control device during
the year.

e) The Authority is not legally required to adopt a budget, therefore no budgetary
information discussed.

Use of Estimates— The preparation of financial statements in accordance with generally
accepted accounting principles requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities and disclosure of contingent assets
and liabilities at the date of the financial statements and the reported amounts of revenues
and expenses during the reporting period. Actual results could differ from those estimates.

NOTE B — DEPOSITS AND INVESTMENTS:

Michigan Compiled Laws, Section 129.91, authorizes the Authority to make deposits and
invest in the accounts of federally insured banks, credit unions, and savings and loan
associations which have an office in Michigan. The Authority is allowed to invest in bonds
and other direct obligations of the United States or agency or instrumentality of the United
States; United States government or federal agency obligations; repurchase agreements;
banker's acceptance of United States banks; commercial paper rated within the two highest
classifications which mature not more than 270 days after the date of purchase; obligations

}.....\
luw!



NOTE B — DEPOSITS AND INVESTMENTS (Continued):

of the State of Michigén or its political subdivisions which are rated as investment grade;
and mutual funds composed of investment vehicles which are legal for direct investments
by local units of government in Michigan.

The Authority has designated one bank for the deposit of its funds. The investment policy
adopted by the Board in accordance with Public Act 196 of 1997 has authorized investment
in bonds and securities of the United States government and bank accounts and CD’s, but
not the remainder of State statutory authority as listed above.

The Authority presently has certain deposits that are not in accordance with statutory
authority.

The Authority’s deposits and investments were reported in the following categories:

2007 2006
Unrestricted: '
Cash and cash equivalents $ 642,308 $ 1,146,257

Designated assets:

Construction funds 2,433,576 2,884,952

Equipment replacement 2,197,605 2,172,733

Compensated absences 74,866 70,704

Host community fee - 56,223 56,840

Contaminated soii _ 1,162,752 1,040,880

Household hazardous waste 151,897 136,878

Closure and postclosure care costs 343,635 311,050
Restricted assets:

Perpetual care 1,013,419 919,719

TOTAL $ 8,076,281 $ 8,740,013

The breakdown between deposits and investments are as follows:

2007 2006
Deposits and petty cash $ 389,644 $ 661,052
Investments 7,686,637 8,078,961

Total $ 8,076,281 $ 8,740,013

The bank balance of the Authority's deposits at June 30, 2007 is $434,028 of which
$324,022 is insured by the federal depository insurance. The remaining balance of
$110,006 is uninsured and uncollateralized.

The Authority’s investment balances were as follows:

2007 2006
Federal Treasury Obligation Mutual Funds $ 751,875 $ 904,749
Federal Agency Bonds 6,934,762 7,174,212

$ 7,686,637 $ 8,078,961




NOTE B — DEPOSITS AND INVESTMENTS (Continued):

At June 30, 2007 the Authority had the following investment maturities:

Investment Maturities (In years

bess Than 1 1-5 5-10 More Than 10
federal Treasury Obligation Mutual Funds $ 751,875 $ . $ - $
Federal Agency Bonds 1,298,433 4,710,414 925,908
$ 2,050,214 $ 4,710,414 § 525909 $

NOTE C ~ DESIGNATED ASSETS:

Construction Funds - Construction funds represent a portion of the tipping fee
designated for ongoing and future ceil construction at the landfill. Currently, $3.75 perton
is deposited in a trust account for this purpose. The June 30, 2007 balance is $2,433,576.

Equipment Replacement ~The June 30, 2007 balance of $2,197,605 represents money
designated for ongoing equipment replacements, equipment financing and purchases of
new equipment. At the present time, $7.10 per ton is collected and deposited in trust
accounts for this purpose.

Funded Compensated Absences— The Authority has earmarked funds to liquidate the
compensated absence time earned but unused by employees that will become due and
payable to them upon their termination or retirement. As of June 30, 2007, the Authority
has accumulated $74,866 for the liability due to employees upon severance.

Host Community Fee —Under the Intergovernmental Agreement, Sands Township is to
receive $1.00 per ton of waste disposed of at the facility for its role as host community.
Collections are deposited in a trust account and paid to Sands Township once per year in
July or August. The balance of deposits as of June 30, 2007 is $56,223.

Contaminated Soil — For each ton of contaminated soil collected by the Authority,
$31.50 is deposited in a trust account to cover the costs of any future environmental
problems associated with the disposal of the contaminated soil. The balance of deposits as
of June 30, 2007 is $1,162,752.

Househoi::( Hazardous Waste — The June 30, 2007 balance of $151,897 represents
money designated for the future costs of collection and disposal of Household Hazardous
Waste. Currently, $0.63 per ton is collected and deposited in a trust account for this

purpose.

Closure and Post Closure Care Funds — Environmental Escrow Fee — For each ton of
waste collected, the Authority deposits $0.25 in a trust account to cover the costs of any
future environmental problems. The balance as of June 30, 2007 is $343,635.

13



NOTE D — RESTRICTED ASSETS:

Perpetual Care— Under Act 641 of the Public Acts of 1978, the Authority is required by
the State of Michigan to establish and maintain a Perpetual Care Fund, to be used
exclusively for closure, monitoring and maintenance of the landfill. Funding reguirements
for this fund are $0.75 for each ton of solid waste disposed of at the facility. The balance
of the Perpetual Care Fund as of June 30, 2007 is $1,013,416.

NOTE E — CAPITAL ASSETS:
A summary of the capital assets is as follows:

Balance at Balance at
July 1, 2006 Additions Dispusals  June 30, 2007

Land $ 106442 4% 103,021 § - $ 209463
Tota! Capital Assets, not being depreciated 106,442 103,021 - 209,463

Land improvements . 2,753,948 34,853 - 2,788,801
Area 1-Cell 1,593,270 - - 1,593,270
Area 2-Cell 1,866,179 - - 1,866,179
Area 3-Cell 1,184,405 - - 1,184,405
Area 4-Cell 3,737 - - 3,737
Area 5-Cell 25,985 138,694 - 164,679
Area 6-Cell 408 - - 408
Area 7-Cell ' 199 - - 199
Area B-Celi 1,432 - - 1,432
Area 9-Cell 2,741 - - 2,741
Area 0-Cell 1,058,632 707,046 - 1,765,678
Cell expansion 60,608 - - 60,608
Building and building improvements 972,209 - - §72,209
Equipment 2,691,750 533,58 (18,739) 3,206,600
Total Capital Assets being depreciated 12,215,503 1,414,182 (18,739} 13,610,946

Less Accumulated Depreciation (7,843,043} _(1,093,620) 18,739 (8,217.924)

Capital Assets, Net ~ $4,478,902 $423583 § - $4,902,485

Depreciation expense was charged to operations in the amount of $1,097,122.

NOTE F —~ BONDS PAYABLE:

1988 Issue Unrefunded Bonds— On November 3, 1988, the Authority originally issued
Marquette County Solid Waste Management Authority Bonds, Series 1988 in the amount of
$2,675,000 to pay for part of the cost of acquiring, constructing and establishing a sanitary
iandfill and a solid waste management system. Five of the constituent municipalities; the
City of Marquette, Forsyth Township, Wells Township, Negaunee Township, and Ishpeming
Township borrowed $644,943 to fund their initial capital contribution in addition to their
proportionate share of the Authority's debt. Repayment of this portion of the debt is to be



NOTE F — BONDS PAYABLE (Continued):

provided by these constituent municipalities in annual instaliments over the term of the
bond issue. Each constituent municipality has agreed to repayment of its propottionate
share of the Authority's debt and the City of Marquette has pledged its full faith and credit
for repayment of principal and interest. Interest is payabie on November 1 and May 1 each
year until the honds are paid.

In July of 1993, the Authority advance refunded the portion of this issue maturing in fiscal
years 1997 - 2009 with the 1993B Issue, Refunding Bonds. In essence, the Authority
defeased these general obligation and other bonds by placing the proceeds of new bonds
in an irrevocable trust to provide for all future debt service payments on the old bonds.
Accordingly, the trust account assets and the liability for the defeased bonds are not
included in the authority's financial statements. .

19938 Issue, Refunding Bonds —~0n July 13,1993 the Authority advance refunded the
Marquette County Solid Waste Management Authority, Series 1988 Bonds by issuing
$2,195,000 in Loca! Government Loan Program Refunding Revenue Bonds, Series 19938
through the Michigan Municipal Bond Authority. The bonds bear interest at an average
coupon rate of 4.919% and are due in annual instaliments of between $95,000 and
$270,000 from May 1, 1997, through May 1, 2009. Interest is payable on November 1 and
May 1 each year until the bonds are paid.

The bonds are subject to early redemption in whole or in part in multiples of $5,000 after
November 1, 1998 at the following redemption prices (expressed as a percentage of their
principal amounts), pius accrued interest to the redemption date:

Period during which Redeemed Redemption Price
May 1, 1998 and thereafter 102%

Changes in long-term debt principal during the period ended June 30, 2007 are
summarized as follows:

July 1, 2006 Additions Subtractions June 30, 2007
19938 Issue Refunding Bonds ¢ 740,000 $ - $ 225000 $ 515,000

+, TOTAL LONG-TERM DEBT $ 740000 & —0 $ 225000

Annual maturities of the L ocal Government Loan Program Refunding Revenue Bonds,
Series 19938 are as follows:

Municipalities Authority’s Total
Maturity Date May 1 Portion Portion Maturity
2008 $ 59,069 $ 185,931 $ 245,000
2009 65,097 204,903 270,000
$ 124,166 $ 390,834 $ 515,000

ot
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NOTE G — DEFINED BENEFIT PENSION PLAN - GENERAL PLAN:

The foliowing information is based upon the latest available actuarial valuation as of
December 31, 2006. .

Plan Description

The Authority contributes to the Michigan Municipal Employees Retirement System

("System"), an agent multiple-employer public employee retirement system that acts as a

common investment and administrative agent for all Michigan municipal employees. The

System issues a publicly available financial report that includes financial statements and

required supplementary information for the system. That report may be obtained by
writing to MERS at 447 North Canal Street, Lansing, Michigan 48917-9755.

The qualifying full-time employees of the Authority are eligible to participate in the System.

Benefits vest after ten years of service. Authority employees who retire at or after the age
of 60 with 10 years of credited service are entitled to an annual retirement benefit, payable
monthly for life, in an amount ranging from 2.0% to 2.5% of final average compensation.
The System also provides death and disability benefits. These benefit provisions and all
other requirements are established by State statute and the Authority’s Board of Trustees.

Funding Policy

Authority employees are required to contribute 3 percent of the first $4,200 of annual
compensation and 5 percent of portions over $4,200 of their annual salary to the System.
The Authority is required to contribute the remaining amounts necessary to fund the
System, using the actuarial basis specified by statute.

Annual Pension Cost

For the years ended June 30, 2007, 2006, and 2005 the Authority’s annual pension cost of
$47,880, $35,556, and $28,392, respectively, for the plan was equal to the Authority’s
required and actual contribution. The annual required contribution was determined as part
of an actuarial valuation at December 31, 2006, (latest available report) using the entry
age normal cost method. Significant actuarial assumptions used include an 8.0%
investment rate of return and projected salary increases of 4.5% per year. The actuarial
value of assets is determined on the basis of a valuation method that assumes the fund
earns the expected rate of return (8%), and includes an adjustment to reflect market
value. Unfunded actuarial accrued liabilities are amortized by level percent of payroll
contributions over a period of 33 years.

Analysis of Funding Progress
Three—Year Trend Information

Actuarial Accrued Actuarial Unfunded UAAL as &
Actuarial Liability (AAL)- Value of AAL Funded  Covered Percentage of
Valuation Entry Age Assets (UAAL) Ratio Payroll Covered Payroli
Date (@) (b (a) - {(b) (b/a) {c) {(a-b)/c)
12/31/04 $ 839,929 $ 633,970 $ 205,959 75% $ 280,992 73%
12/31/05 § 959,877 $ 701,731 $ 258,146 73% $ 389,717 66%
12/31/06 $ 1,149,650 $ 800,384 % 349,266 70% $ 464,056 75%



NOTE H — RISK MANAGEMENT:

The Authority is exposed to various risks of loss related to torts; theft of, damage to, and
destruction of assets; errors and omissions; injuries to employees' and natural disasters.
The Authority currently participates with other municipalities and special purpose
governments in the Michigan Municipal Risk Management Authority, a public entity risk pool
operating as a common risk management and insurance program. The Authority pays an
annual premium for its general liability and real personal property protection. The Pool will
be self-sustaining through member premiums and wilt pay for losses sustained in excess of
specified deductible amounts.

The Authority continues to carry commercial insurance for all other risks of ioss, inciuding
workers' compensation and employee health and accident insurance. Settled claims
resulting from these risks have not exceeded commercial insurance coverage in any of the
past three fiscal years. '

NOTE I — CLOSURE AND POST CLOSURE CARE COST:

State and federal laws and regulations require the Authority to place a final cover on
remaining open cells when it stops accepting waste and to perform certain maintenance
and monitoring functions at the site for thirty years after closure.

Although closure costs on remaining open cells and postclosure care costs will be paid only
near or after the date that the landfill stops accepting waste, the Authority reports a portion
of the closure and postclosure care costs as an operating expense in each period based on
landfill capacity used as of each balance sheet date.

As of June 30, 2007, the Authority has consumed 30.2 percent of the estimated capacity of
the landfill and has recognized $1,318,702 of the estimated cost of closure and postclosure
care of $4,366,491.

The closure and postclosure liability estimate is based on what it would cost to perform all
closure and postclosure care in fiscal 2007. The Authority expects to close the landfill in the
year 2056. Actual cost may be higher due to inflation, changes in technology, or changes
in regulations.

The Authority is required by state and federal laws and regulations to make annual
contributions to a trust to finance closure and postclosure care. The Authority is in
compliance with these requirements, and, at June 30, 2007, investments of $1,357,054 are
held for these purposes. These are reported as designated and restricted assets on the
balance sheet. The Authority expects that future inflation costs wil! be paid from interest
earnings on these annual contributions. However, if interest earnings are inadequate or
additional postclosure care requirements are determined (due to changes in technology or
applicable laws or regulations, for example), these costs may need to be covered by
increases in tipping fees or from future tax revenue.



NOTE I — LETTERS OF CREDIT:
The Marquette C@unty Solid Waste Management Authority currently has letters of credit

with a bank to meet operating license requirements in the amounts of $3,577,809. The
halance due on these letters of credit is -0- at June 30, 2007.

ig
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Board of Trustees
Marquette County Solid Waste
Management Authority

We have audited the accompanying financial statements of the Marquette County Solid Waste Management
Authority, as of and for the year ended June 30, 2007, and have issued our report thereon dated September
19, 2007. We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptrolier General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Marquette County Solid Waste Management
Authority’s internal control over financial reporting as a basis for designing our auditing procedures for the
purpose of expressing our opinions on the financial statements, but not for the purpose of expressing and
opinion on the effectiveness of the Marquette County Solid Waste Management Authority’s internal control
over financial reporting. Accordingly, we do not express an opinion on the effectiveness of the Marquette
County Solid Waste Management Authority’s internal control over financial reporting.

Our consideration of internal control over financial reporting was for the limited purpose described in the
preceding paragraph and would not necessarily identify all deficiencies in internal control over financial
reporting that might be significant deficiencies or material weaknesses. However, as discussed below, we
identified certain deficiencies in internal control over financial reporting that we consider to be significant
deficiencies.

A contro! deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assign functions, to prevent or detect misstatements on
a timely basis. A significant deficiency is a control deficiency, or combination of control deficiencies, that
adversely affects the Marquette County Solid Waste Management Authority’s ability to initiate, authorize,
record, process, or report financial data reliably in accordance with generally accepted accounting principles
such that there is more than a remote likelihood that a misstatement of the Marqguette County Solid Waste
Management Authority’s financial statements that is more than inconsequential will not be prevented or
detected by the Marquette County Solid Waste Management Authority’s internal control. We consider the
deficiencies described in the accompanying report to management to be significant deficiencies in internal
control over financial reporting as item 07-01.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in
more than a remote likelihood that a material misstatement of the financial statements will not be prevented
or detected by the Marguette County Solid Waste Management Authority’s internal control.

Our consideration of the internal control over financial reporting was for the limited purpose described in the
first paragraph of this section and would not necessarily identify ail deficiencies in the internal control that

107 W, WASHINGTON STREET, SUITE 108 MARDUETTE, MICHIGAN 49855 (H081225-1166 FAX: (906) 225-1714
WWW ATZEMOT.COM



Board of Trustees
Marquetle County Solid Waste
Management Authority

might be significant deficiencies and, accordingly, would not necessarily disclose all significant deficiencies
that are also considered to be material weaknesses. However, we believe that none of the significant
deficiencies described above is a material weakness.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Marquette County Solid Waste Management
Authority’s financial statements are free of material misstatement, we performed tests of its compliance with
certain provisions of laws, regulations, contracts, and grant agreements, noncompliance with which could
have a direct and material effect on the determination of financial statement amounts. However, providing
an opinion on compliance with those provisions was not an objective of our audit and, accordingly, we do
not express such an opinion. The results of our tests disclosed no instances of noncompliance or other
matters that are required to be reported under Governmental Auditing Standards.

This report is intended solely for the information and use of the audit committee, management, and
Township Board of Trustees, and federal awarding agencies and pass-through entities and is not intended
to be and should not be used by anyone other than these specified parties.

?‘%Mm/ﬂ, Mm = @W /@jﬁ
Certified Public Accountants

September 19, 2007
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Marquette County Solid Waste Management Authority
Report to Management Letter
For the Year Ended June 30, 2007

Board of Trustees
Marguette County Solid Waste
Management Authority

In planning and performing our audit of the financial statements of the Marquette County Solid Waste
Management Authority, as of and for the year ended June 30, 2007, in accordance with auditing standards
generally accepted in the United States of America, we considered the Marquette County Solid Waste
Management Authority’s internal control over financial reporting (internal control) as a basis for designing our
auditing procedures for the purpose of expressing our opinions on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of the Marquette County Solid Waste Management
Authority’s internal control. Accordingly, we do not express an opinion on the effectiveness of the Marguette
County Solid Waste Management Authority’s internal control.

A control deficiency exists when the design or operation of a control does not allow management or employees,
in the normal course of performing their assigned functions, to prevent or detect misstatements.on a timely
basis. A significant deficiency is a control deficiency, or a combination of control deficiencies, that adversely
affects the entity’s ability to initiate, authorize, record, process, or report financial data reliably in accordance
with generally accepted accounting principles such that there is more than a remote tiketihood that a
misstatement of the entity’s financial statements that is more than inconsequential will not be prevented or
detected by the entity’s internal control.

A material weakness is a significant deficiency, or a combination of significant deficiencies, that results in
more than a remote likelihood that a material misstatement of the financial statements will not be prevented
or detected by the entity’s internal control.

Our consideration of internal control was for the limited purpose described in the first paragraph and would not
necessarily identify all deficiencies in internal control that might be significant deficiencies or material
weaknesses. We did not identify any deficiencies in internal control that we consider to be material
weaknesses, as defined above. However, we identified the following deficiencies in internal control that we
consider to be significant deficiencies.
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Board of Trustees
Marquetie County Solid Waste
Management Authority

07-01 - ORGANIZATION SIZE AND SEGREGATION OF DUTIES

The size of the Organization’s accounting and administrative staff precludes certain design controls that would
be preferred if the office staff were large enough to provide optimum segregation of duties. Smaller
companies, due to limited resources, are generally more sensitive to the cost of implementing these design
controls and often have compensating controls to partially mitigate this deficiency. These controls can take on
the form of reviewing major account reconciliations, involvement in certain cycles of operation, and financial
oversight of the Organization’s financial affairs.

This communication is intended solely for the information and use of the management, audit committee,
Marquette County Solid Waste Management Authority’s Board of Trustees, and others within the organization,
and is not intended to be and should not be used by anyone other than these specified parties.

We appreciate and would like to thank the Marquette County Solid Waste Management Authority’s staff for the

cooperation and courtesy extended to us during our audit. We would be pleased to discuss any comments or
answer any questions regarding our audit with you at your convenience.

AFpidorzarn, Jackman # (ﬁ/@a@%x, Z7

Certified Public Accountants

September 19, 2007
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To the Members of the Board of Trustees
Marguette County Sclid Waste Management Authority

We have audited the statement of net assets of Marquette County Solid Waste Management Authority for the
year ended June 30, 2007 and the related statement of revenues, expenses, and changes in net assets, and cash
fiows for the year then ended, and have issued our report thereon dated September 19, 2007. Professional
standards require that we provide you with the following information related to our audit.

Our Responsibility under U.S. Generally Accepted Auditing Standards and Government Auditing Standards

As stated in our engagement letter dated July 20, 2007, our responsibility, as described by professional standards,
is to plan and perform our audit to obtain reasonable, but not absolute, assurance about whether the financial
statements are free of material misstatement and are fairly presented in accordance with U.S. generally accepted
accounting principles. Because an audit is designed to provide reasonable, but not absolute assurance and
because we did not perform a detailed examination of ali fransactions, there is a risk that material missiatements
may exist and not be detected by us.

As part of our audit, we considered the internal controt of Marquette County Solid Waste Management Authority.
Such considerations were solely for the purpose of determining our audit procedures and not to provide any
assurance concerning such internal control.

As part of obtaining reasonable assurance about whether the financial statements are free of material
misstatemnent, we performed tests of Marquette County Solid Waste Management Authority’s compliance with
certain provisions of laws, regulations, contracts, and grants. However, the obiective of our tests was nct to
provide an opinion on compliance with such provisions.

Significant Accounting Policies

Management is responsible for the selection and use of appropriate accounting policies. In accordance with the
terms of our engagement letter, we will advise management about the appropriateness of accounting policies and
their application. The significant accounting policies used by Marquette County Solid Waste Management
Authority are described in Note A to the financial statements. No new accounting policies were adopted and the
application of existing policies was not changed during 2006-2007. We noted no transactions entered into by
Marquette County Solid Waste Management Authority during the year that were both significant and unusual, and
of which, under professional standards, we are required to inform you, or transactions for which there is a lack of
authoritative guidance or consensus.

Accounting Estimates

Accounting estimates are an integral part of the financial statements prepared by management and are based on
management's knowledge and experience about past and current events and assumptions about future events.
Certain accounting estimates are particularly sensitive because of their significance to the financial statements
and because of the possibility that future events affecting them may differ significantly from those expected.
These estimates are relatively insignificant in relation to the financial statements taken as a whole.

Audit Adiustments

For purposes of this letter, professional standards define an audit adjustment as a proposed correction of the
financial statements that, in our judgment, may not have been detected except through our auditing procedures.
An audit adjustment may or may not indicate matters that could have a significant effect on the Marquette County
Solid Waste Management Authority’s financial reporting process (that is, cause future financiat statements to be
materially misstated). in our judgment, none of the adjustments we proposed, whether recorded or unrecorded by
the Marquette County Solid Waste Management Authority, either individually or in the aggregate, indicate matlers
that could have a significant effect on the Marquette County Sclid Waste Management Authority’s financial
reporting process.

0 W, WASHINGTON STREET, SUITE 108 MARGUETTE, MILHIGAN 48855 19081225-1188 ERMN: 1906 2251714
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To the Members of the Board of Trustees
Marguetts County Solid Waste Management Authority

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management as a matter, whether
or not resolved fo our satisfaction, concerning a financial accounting, reporting, or auditing matter that could be
significant to the financial statements or the auditor's report. We are pleased to report that no such disagreements
arose during the course of our audit.

Consultations with Other |ndependent Accouniants

In some cases, management may decide to consult with other accountants about auditing and accounting matters,
similar fo obtaining a “second opinion” on certain situations. If a consultation involves application of an accounting
principle to the governmental unit's financial statements or a determination of the type of auditor’s opinion that
may be expressed on those statements, our professional standards require the consulting accountant to check
with us to determine that the consultant has all the relevant facts. To our knowledge, there were no such
consuliations with other accountants.

Issues Discussed Prior to Retention of independent Auditors

We generally discuss a variety of matters, including the appiication of accounting principles and auditing
standards, with management each year prior to retention as the Marquette County Sclid Waste Management
Authority's auditors. However, these discussions occurred in the normal course of our professional relationship
and our responses were not a condition to our retention.

Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in deating with management in performing and completing our audit.
This information is intended solely for the use of the Board Trustees and management of the Marquette County
Solid Waste Management Authority and is not intended to be and should not be used by anyone other than these
specified parties.

Very truly yours,

Audensen, Tackman & Company, PLE

Certified Public Accountants



